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2nd Session Vote No. 297 Page S-11437 Tem Record

FINANCIAL SERVICES/Cloture (Motion to Proceed)
SUBJECT: Financial Services Act of 1998 . . . H.R. 10. Lott motion to close debate on the motion to proceed.
ACTION: CLOTURE ON THE MOTION TO PROCEED AGREED TO, 93-0

SYNOPSIS:  As reported, H.R. 10, the Financial Services Act of 1998, will eliminate barrierprinagnt banks, insurance
companies, and securities firms from affiliagirAffiliations will be throwgh a newype of bank holdig corrpary

called a "financial holdig conpary." Banks will not be allowed to gage in ary of the new activitiepermitted ly this bill unless
they have at least a satisfagt@@ommuniy Reinvestment Act (CRA) ratin The creation of Wholesale Financial Institutions (WFIs)
will be authorized. WFIs will not have pasit insurance or be affiliated with institutions withpdsit insurance, and thgeneraly
will not be allowed to acq® deposits of less than $100,000. WFIs will be jgdb to the CRA. The bill will make several other
expansions of the CRA. Asg@eneral matter, activities will begalated ly function--securities activities will be handled the
Securities and Exchga Commission under Federal securities laws; insurance activities witjldatesl under State insurance
laws; bankiig activities will be handledybFederal bankigregulators. The Federal Reserve will hgadsdiction over the umbrella
holding conpanies. State geilation of national bank insurance activities willgyetected if it does not have a plisate inpact on
the ability of a bank to sell insurance or if it involves/af 13 listed "safe harbor" activities. Cpamies egaged in commercial
activities will not be allowed to agaire or take control of thrifts after fiember 3, 1998.

On October 1, 1998, Senator Lott sent to the desk, for himself and others, a motion to close debate on th@mectied. to

NOTE: A three-fifths mpority (60) vote is rquired to invoke cloture.

Those favoringthe motion to invoke cloture contended:

The lggal framework for the financial services indystr the United States is agtiated. Most of that framework hpsrsisted
without alteration since the 1930s. Thestem basicayl is set p to ke bankirg, insurance, and securities activities styictl

(See other side)

YEAS (93) NAYS (0) NOT VOTING (7)
Republican Democrats Republicans Democrats Republicans Democrats
(53 or 100%) (40 or 100%) (0 or 0%) (0 or 0%) 2) 5)

Abraham Hutchinson Akaka Kennedy Hatch? Boxer?
Allard Hutchison Baucus Kerrey Santorum? Durbin-?
Ashcroft Inhofe Biden Kerry Glenn?
Bennett Jeffords Bingaman Kohl Hollings~
Bond Kempthorne Breaux Landrieu Moynihan#AY
Brownback Kyl Bryan Lautenberg
Burns Lott Bumpers Leahy
Campbell Lugar Byrd Levin
Chafee Mack Cleland Lieberman
Coats McCain Conrad Mikulski
Cochran McConnell Daschle Moseley-Braun
Collins Murkowski Dodd Murray
Coverdell Nickles Dorgan Reed
Craig Roberts Feingold Reid
D’Amato Roth Feinstein Robb
DeWine Sessions Ford Rockefeller
Domenici Shelby Graham Sarbanes EXPLA.N.ATION. OF ABSENCE:
Enzi Smith, Bob Harkin Torricelli 1—Official Business
Faircloth Smith, Gordon  Inouye Wellstone 2—Necessarily Absent
Frist Snowe Johnson Wyden 3—lliness
Gorton Specter 4—Other
Gramm Stevens
Grams Thomas SYMBOLS:
Grassley Thompson AY—Announced Yea
Gregg Thurmond AN—AnNnounced Nay
Hagel Warner )
Helms PY—Paired Yea

PN—~Paired Nay

Compiled and written by the staff of the Republican Policy Committee—Larry E. Craig, Chairman
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separated. The initiaburpose of rguiring that s@aration was t@revent banks fromdambling” on risky ventures with insured
deposits. Now, thogh, havirg that s@aration actuajl puts insured daosits afgreater risk. Thglobalization of financial services,
develpments in technolyy, and chages in caital markets have all createdjsificant benefits for allowig banks to egage in
both insurance and securities activities. Passiis bill will allow financial institutions to diversiftheirproducts and wilgive them
incentives to devefmnew and more efficiengroducts and services. All of tipeudential safguards tgprotect federall insured
deposits will be retained, and it will be less likghat there will ever be gmeed topay ary claims on those insured plEsits
because the banks will hageeater financial health due to their new financigtians.

Members are in vgrbroad greement on the value of this bill. The maint of contention is that some Senatorgeobto the
CRA provisions. Senators werecenty debated the CRA issue whenytlwonsidered the Credit Union Reform Bill (see vote Nos.
236 and 238). We understand that there anestesrg views on both sides of that issue, and both sides have mgdeligpoints.

On the one hand, defenders of the Bt out that communytlending requirements haverovenprofitable for banks; rather
than cost them momgethose rquirements havaust gened p new markets that were bgioverlooked. On the other hand, those
Senators whoppose the CRA arquite correct that somgrofessionaprotestors have been able to use the CRA to extortynone
out of banks for themselvey blleging, falsel, that those banks have not been mgefiRA requirements.

The effort topass a financial services reform bill has beegoow for neary 25years. Those efforts have beenyvdifficult
because of the cqtexity of the issue and because the bagkinsurance, and securities sectors have so much at risk as well as
so much tayain. For most of thgears we have been worgion this issue it has beenpossible taget the House to act. Thygar
is different. The HouSe haassed the Bill, and the Adrinistration ipgurftive of i€ In the Senate, there istbroagiaiisan spfort
for this particular reform bill as well, but we are rungiop against the agurnment clock for the 105th Cgmess. A determined
minority of Senators, who do not have eglowotes to sto cloture, are causiydelas in the consideration of this bill because/the
oppose the CRArovisions. If thg demand cloture votes at eyg@ossible stp, and demand that all tipe

oue clleae



Page 3 of 3

OCTOBER 5, 1998 VOTE NO. 297

nonconpliance; will allow a bank to be finecouo $1 millionper dg for CRA noncomliance; will allow cease and desist orders
to be issued for CRA noncaiance; will allow restrictions to bplaced on apinsurance actiwt for CRA noncorpliance; will
allow restrictions on gnsecurities actiwt for CRA noncorpliance; will allow restrictions to bglaced on ay activity of a holdirg
compary for CRA noncorpliance ly the holdirg conrpary; will allow restrictions to bglaced on ap activity of a holdirg corrpary

for CRA noncompliance ly just one bank that is in the holdinonpany; will allow CRA sanctions affectminsurance sales; and
will apply the CRA to wholesale financial institutions, which are a ryge of institution that will be createdithis bill that will
not take insured g®sits and that will not acpedeposits of less than $100,000. Thesevisions are so extreme that if this bill
passes bank boards and officerglmjust as well regin and turn over their banks to thetestgroups. An extortion threat is a
lot more effective if it carries the threat of $1 millipef-day fines for the individuals who are threatened.

The CRA should be pealed outght, but we have instead offered a goomise. We will allow this bill tgpass if our collegues
will agree to two demands. First, thewust @ree to a sirple, well-defined, anti-extortion, anti-kickbapkovision that will focus
the CRA on lendig instead of cashayments,quotas, set-asides, promises of gercentge of a bank'grofits for a number of
years. If thepurpose is reall communiy lendirg, our collegues should readilagree to that demand. Second, we want banks to
be regularly examined for CRA copiliance, and if a bank is in cqiiance on its last igular CRA examination then no CRA
challerge will be allowed to apnrequest ly it to expand its services. These two gl conpromise chages should sfomost of
the abuses. If our collgaes gree to them, the communpitending mandates that tlgesypport will be retained, and thewill still
be exanded, but thprofessional extortionists whom wemse will be stpped. This corpromise is fair. We will kill this bill with
delays if our collegues do not acee this conpromise or comewith an gually fair solution.

No arguments were expressed in opposition to the motion.



